BUSINESS 


For the second month in a row, 
4281.8 for APRIL in April New Mexico business activity fell 
below its year-before level. The March de- 
cline was small--1.3 per cent--but April's 
was 5.5 per cent. 
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Much of this drop canbe laidto a decrease 
in bank debits (clearings), which in turn may 
200 
reflect general business slowing. General 
reports suggest that business during 1960's 


first half was less strong than expected and 


was below 1959's level. 
150 


There was a slight increase in nonfarm 
employment in April; but the rate of unem- 
ployment was 60 per cent greater than last 

100 41947-49 Average year's. Construction employment was off 
sharply (as was construction activity, though 
a little better than in March), and some loss 
occurred in manufacturing workers. 


* Metallics output was larger than a year 


ago, but was still below the 1946-1949 aver- 
NEW MEXICO BUSINESS INDEX age. Petroleum and potash were both off-- 
the first, by 1.5 per cent; the second, by 12 
per cent. Farm prices were down 10 per 
cent, but farm-marketings receipts showed 
a 19-per cent gain, attributable to heavy 
movements of livestock to markets. 


Recent Growth of the Life Insurance Industry 


| 298.3 a Year Ago : 


Recent Growth in the Life Insurance Industry 


In 1958 the American public paid $72.9 billion 
for $550 billion in protection as represented by 
all the various kinds of life insurance owned. Of 
that amount, $493.6 billion was accounted for 
by legal-reserve life insurance companies with 
assets of nearly $108 billion. During that year, 
total benefits paid to policyholders and/or their 
beneficiaries by life companies amounted to $7.2 
billion, and policy reserves of life companies hit 
a record high of $88.6 billion. Every one of these 
figures is an example of the tremendous postwar 
growth of the industry. 


Apparently, man has forever been conscious of 
his mortality. Civilization has done little to 
lessen that preoccupation with the uncertainty of 
human life, except to convince mankind that his 
material possessions are temporary posses- 
sions. Only primitive peoplestoday bury a man's 
treasures with him. 


One of the strongest of the attitudes that have 
gone hand in hand with man's realization of his 
temporary status on this planet is concernfor the 
well-being of one's heirs, no matter what happens 
to the parent or parents. Even as Isaac worried 
about the inheritance of Esau and Rebekah fretted 
over that of Jacob, so other parents throughout 
the generations have known grave misgivings re- 
garding the welfare of their families, once the 
breadwinner could be no longer around. Out of 
this concern came life insurance. 


Rarely have fears and uncertainties, ambitions 
for one's children, and regard for the continuing 
happiness of others or the continuing success of an 
institution or a business evolved into a full-fledged 
industry reckoning its financial deals in the bil- 
lions of dollars. But such has been the case with 
life insurance. For more than 100 years an 
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individual or a business has been able to set up 
with the stroke of a pen an estate, a relatively 
large estate, based uponthe principle of mortality 
and interest and instantly payable in cashupon the 
death of the insured individual. Nothing else so 
far devised affords such protection, making the’ 
necessary liquid funds available in the time of 
greatest need. 


HISTORY 

The first life insurance company to be set up 
in this country was established by the Synod of 
the Presbyterian Church 17 years before the 
American Revolution, in the City of Brotherly 
Love. This pioneer company was called “'The 
Corporation for Relief of Poor and Distressed 
Presbyterian Ministers and of the Poor and Dis- 
tressed Widows and Children of Presbyterian 
Ministers.'' Now known as the Presbyterian 
Ministers' Fund, the company is the oldest life 
insurance company in continued existence in the 
world. 


Not for nearly four decades was this organi- 
zation duplicated in any fashion in this country. 
But in 1794 the Insurance Company of North 
America, a general insurance firm, was char- 
tered to sell life policies. This venture was 
short-lived, however; and in 1804, with only 
six policies having been issued, the company 
discontinued its life insurance efforts. Eight 
years later a corporation was set up for the sole 
purpose of selling life insurance and annuities. 
The Pennsylvania Company for Insurance on 
Lives and Granting Annuities, Inc., soldits first 
policy in 1813 and its last in 1872. 


Since those early hard and disillusioning days, 
our national life insurance business has outgrown 
Jack's beanstalk. In the last 10 years alone, it 
has nearly doubledthe number of policiesin force 
and has established risks outstanding that were 
two and a half times as large in 1958 as in 1948. 
In October 1959, life insurance in force in the 
United States totaled approximately $547 billion. 
That is neither peanuts, hay, nor chicken feed! 
(In 1920 the total was $40.5 billion; in 1900, $7.6 
billion, excluding group certificates.) Between 
January 1 and October 1 of last year alone, some 
70 companies--according to Best and Company-- 
_ raised $32.5 million in new insurance company 

capital. Since 1950 the assets of life companies 
have increased from $64 billion to around $110 
billion, andthe prices ofthe stock of most compa- 
nies have reflected such expansion in what Busi- 
ness Week has described as "dramatic rises." 
From 1950 to mid-1958 the number of U. S. life 
companies jumped from 651 to 1,314. Of course, 
a life insurance company is not necessarily an 
easy road to riches. As Vice President James 
Anderson, of Georgia International, has said, 
the life insurance business is "the time-bomb 
business, '' because nobody can tell how sound a 
new venture is until several years have elapsed, 
at which point it just might "blow up in your 
face.'' There have, however, been relatively few 
resounding explosions. 


KINDS OF LIFE POLICIES 

Much of the general public is reportedly un- 
familiar with the technical terms of the life in- 
surance industry, so considerable confusion has 
resulted. Although some policies are quite in- 
volved in meaning, the general terms applying 
throughout the industry are fairly simple. 


There are four major categories into which 
life insurance falls: ordinary, group, industrial, 
and credit. Within these categories there are 
several plans of purchase, the most important 
being four kinds of permanent" life insurance-- 


straight life, limited payment life, endowment, 


and retirement income (or annuity)--numerous 
combination policies, all of which have as their 
basic element some form of permanent insurance, 
and finally term insurance. 


Categories 
The oldest of the basic categories under which 


life insurance is classified is ordinary life. It is 
individually purchased protection issued most 
often in amounts of $1,000 or more and paid for 
by annual, semiannual, quarterly, or monthly 
premiums. This is the traditional kind of life 


insurance, remains the most popular, and ac- 
counted through the 1950s for between 57 and 64 
per cent of all life risks in force each year. In 
1958 the national average size of ordinary policies 
was $3,220. In 1950 it was $2, 320. 


Group insurance is that usually bought by and 
issued to an employer under a master policy for 
the benefit of his employees. Such insurance has 
come to constitute a comparatively new and highly 
valued part of the compensation received by 
American workers, since it affords protection 
against the economic hazards of injuries sus- 
tained away from work, of illness, and of death 
and is financed wholly or in part by employers. 
One of the most important influences contributing 
to the rapid growth of group coverage has been 
the interest of unions in health and insurance 
programs and their incorporation of prepaid 
programs into collective bargaining agreements. 
The expansion of group insurance since World 
War II has actually been phenomenal. In 1946 
there were about 13 million individual certificates 
outstanding. Within four years the number had 
increased to 19 million, and by the end of 1958 it 
was estimated that more than half the nation's 
civilian nonfarm workers were covered, withcer- 
tificates totaling nearly 39 million and master 
contracts reaching approximately 134, 000 against 
34,000 in 1946 and 56,000 in 1950. The average 
1958 family coverage was $3,580, compared 
with $2,480 in 1950. Total risks outstanding 
were second in size to total ordinary risks. 


Credit life is 'term"' in nature and is sold by a 
lender or a lending agency to liquidate a specific 
indebtedness--a loan, payment for an instalment 
purchase, or a similar financial obligation--in 
case the person incurring the obligation dies 
before it has been settled. Credit contracts are 
often written on a group basis to secure personal 
loans or to insure the families of persons who 
have made instalment purchases. It was need of 
this particular protection which led to the intro- 
duction of credit life insurance in 1917. This 
kind of insurance has grown hand in hand with 
consumer credit inthis country, and many people 
consider it an integral part of sound business 
management. In 1930 there were 363, 000 policies 
and certificates; in 1950 there were 10. 8.million; 
and in 1958 there were 35 million. 


Plans 

Straight life and limited payment life are both 
called "whole life'' insurance. On the first, pre- 
miums are payable until death; on the second, 
premiums are payable for a specified number of 
years. An endowment contract is written for 


a specified period and carries sufficient built- 
in investment (made possible by much larger 
premiums than are required on other kinds of 
contracts) to enable payment of the face value 
of the policy at the end of the specified period, 
either to the insured or to a designated benefici- 
ary. An annuity contract provides an income for 
a specified number of years or for life. This 
plan represents one of the oldest kinds of busi- 
ness handled by life companies, which account 
for the bulk of such business, since life insurance 
and annuity contracts complement each other to 
an important degree. Term insurance is exactly 
what it sounds like: temporary coverage for a 
specific number of years only. If the person 
insured lives beyond the term specified, the 
insuring company is released fromits obligations. 
Term insurance would seem to be best suited to 
those situations in which temporary risks exist 
which will in all likelihood be removed before 
the insured reaches the age of retirement. 


There are available far too many combination 
policies, especially of limited life and annuity 
protection, to be discussed here. But two fairly 
unique combinations are receiving considerable 
attentionthese days. First, there is that offered 
originally by Bankers Life of Iowa, combining 
endowment and an insurability option; second, 
there is a controversial new endowment policy 
introduced first tothe teaching world by TIAA and 
then to the general public by the Prudential. It 
is called a "variable annuity." 


The purchaser of an insurability option pays a 
higher rate but gets a guarantee that he can buy 
additional coverage later on at standard rates, no 
matter what happens to his health in the mean- 
time. More than 50 companies now offer this 
option. There is one drawback from the stand- 
point of the general market: the age limit is 
low, usually about 38. Two new variations were 
announced last year. Massachusetts Mutual com- 
bines the insurability option with what is called 
"jumping juvenile’ insurance--a policy on a 
child, which will automatically jump in value a 
specified number of times when the child comes 
ofage and whichalso guarantees thatthe child can 
purchase at standard rates and without a physical 
examination an additional specified amount of 
coverage between the ages of 25 and 40. Aetna 
Life offers acombination ofthe insurability option 
with "balancing" term insurance: for example, 
a purchaser may buy a straight-life policy for 
$10,000, which has the option attached. He will 
also get $4,000 in term insurance, which at each 
option date will be automatically reduced by 
$1,000 as the policyholder presumably buys ad- 
ditional straight life. 


Annual Percentage Increases 
in Total Life Insurance Premiums & Total Personal Income 
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Life Insurance 
Premiums 


The Pru's variable annuities (now offered by 
several other companies, also) are that com- 
pany's answer, at least in part, to the inflation 
problem facing annuity holders. The plan is 
based upon investments in common stocks. The 
unique quality of the plan lies in the fact that 
whereas a conventional annuity provides equal 
dollar payments, a variable annuity provides 
dollar payments which fluctuate according to 
changes ‘in prices and dividends of common 
stocks. The variable annuity carries with it an 
obligation to make future payments of a sum that 
willnot remain constant. Both kinds of annuities 
are payable throughout the life of the participant. 


In a study made in 1955, Prof. Leonard E. 
Morrissey, of the Amos Tuck School of Business 
Administration, made quite a case for variables, 
concluding that this kind of annuity should "be 
made more widely available to the public." He 
found the arguments in favor of it impressive": 
the fact that authorities in the field have es- 
timated a high rate ofexpansion for the American 
economy during the next several decades, but a 
slow decline in the worth of our dollars; the fact 
that in past years persons with fixed-dollar ob- 
ligations have neither shared in the general eco- 
nomic growth nor had any real protection against 
inflation; the fact that the variable annuity offers 
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rather strong promise of inducing wider public 
participation in the benefits expected to result 
from economic growth; and the further fact that 
such an annuity provides the purchaser with at 
least some kind of protection against additional 
inflation in the future. Certainly, there is no 
doubting the fact that millions of Americans have 
a real need for some kind of saving which will 
constitute a genuine hedge against inflation and 
yet still incorporate the life-annuity feature. 


The variable annuity is a comparatively "new" 
venture and one obviously departing drastically 
from the old fixed-dollar tradition of the life 
insurance industry--the feature which its propo- 
nents hail with enthusiasm even as its opponents 
condemn with equal emphasis. As Professor 
Morrissey saw it in 1955, "Its future effect on 
both the policyholder and the life insurance in- 
dustry may be substantial. To the policyholder, 
it offers the hope of higher retirement income. 
To the company, [it] promises a new opportunity 
for growth and greater services to the public." 
Other proponents contend that it will encourage 
systematic savings by persons presently reluctant 
to save systematically because of their fear of 
what inflation will do to their savings. 


Our biggest life company, the Metropolitan, 
leads the fight against this controversial in- 
surance, insisting that it will actually serve to 
reduce the confidence of the general public in the 
insurance industry. As interpreted by Cedric V. 
Fricke in The Variable Annuity ("Michigan Busi- 
ness Studies, '" Volume 14, Number 4, 1959), the 
chief argument of the opponents, led by the Met, 
is that "the public is saccustomed to thinking of 
the insurance industry in terms of fixed-dollar 
contracts, and that a change to variable pay- 
ments will undermine confidence" in insurance 
activities. 


At any rate, it was onthe basis of the invest- 
ments in common stocks that the U. S. Supreme 
Court ruled last year that variable annuities are 
really not insurance at all, but securities, and 
as such subject to regulation by the Security 
Exchange Commission. The decision answered 
only part of the many legal questions regarding 
variables. If the problems get ironed out so 
that the sales of such annuities could progress 
smoothly without too much regulation from too 
many sources, the financial community foresees 
a definite tapering off in the recent inroads made 
by commercial banking into the pension business 
of life companies, for the insurance companies 
would be placed in an advantageous position to 
recapture much of the retirement savings they 
once pretty much controlled. 


ADDITIONAL USES OF LIFE INSURANCE 

There are many varied business uses to which 
life insurance can be put. A part-owner of a 
commercial establishment can use a policy to buy 
the interest of a partner at his death. Partner- 
ship insurance canbe obtained wherewith, through 
a specialagreement, the insurance can be used by 
one part-owner to buy from the heirs of another 
part-owner the latter's share of the business 
upon his death. Key-man policies indemnify 
businesses for loss of the services of key men. 
A closely held corporation can, under a stock- 
retirement plan based upon a written agreement, 
take out insurance on the lives of its several 
stockholders, so that when any one ofthese stock- 
holders dies the others can purchase his stock. 


Educational uses of life insurance have broad- 
ened steadily. Some policies provide specifically 
for the education of children. An- endowment 
policy can insure adequate funds not only if a 
parent dies, but also if the parent is still living 
when the child or children reach college age. 
Straight life policies are often used when the aim 
is to provide only part of the funds needed if the 
parent is living but all of the necessary funds if 
the parent has died. 


Policies on the life of a child can also be taken 
out and used as endowments at the age of 16, 17, 
or 18. Such policies include a payor-benefit 
clause which provides that the insurance company 
will waive all future premiums if the parent dies 
before such an endowment policy has matured. 


REASONS FOR GROWTH OF THE BUSINESS 

The record expansion of the life insurance 
industry has beenparticularly noticeable in recent 
years in southern and western states. Between 
1950 and the end of 1959, life companies in 
Louisiana, for example, increased from 77 to 
122; those in Alabama grew from 14 to 45; those 
in Arizona spurted upward from 3 in 1950tomore 
than 80 in 1958; and those in Utah grew from 4 to 
14 during the same time. The probable major 
reasons for the mushrooming have beenthree: (1) 
there have been unprecedented population booms 
inthese areas, which have in turn bred prosperity 
and a broadening of the life insurance market; (2) 
these areas have also experienced additional 
major economic growth not directly attributable 
to the population growth; (3) new life companies 
can be formed in most of the South and the West 
without being subject to regulations as stringent 
as those in other parts of the country. 


Regional growth has also been affected, of 
course, by the same influences which have con- 
tributed to the expansion of the national industry. 


Many observers have seen in this expansion a 
blossoming of a "tax-sheltered" industry. And 
despite last year's increase in the base of the 
income tax levied on life companies, the de- 
scription apparently still applies; for, com- 
paratively speaking, the industry--especially 
its new companies--is leniently taxed. 


Not only has the life insurance business grown 
with the population boom; it also benefits con- 
stantly from its own ingenuity in that life com- 
panies are steadily coming up with new kinds of 
policies to appeal to both the old and the new 
markets. Also, the new markets now include not 
only buyers from the population boom, but also 
many kinds of people formerly not eligible be- 
cause of physical conditions, occupation, family 
histories, etc. Furthermore, the average size 
of policies is increasing, paralleling the rise in 
level of living and reflecting the fear of what 
inflation might do to the value of the dollars left 
one's heirs andto the annuity dollars on which one 
plans to live during retirement. For example, 
in the nation the average size of the ordinary 
policy was $2, 320 in 1950 and $3, 220 in 1958. In 
New Mexico it has risen from $2,212 in 1950 to 
around $3,909 in 1958. Because of a favorable 
' mortality experience and steadily improving cost 
controls, life insurance companies can offer and 
sell their many varied policies for substantial 
profits. 


Nor do these attractive characteristics com- 
prise all the allurements of the life insurance 
industry. Life companies are convenient organ- 
izations for supplying funds for some of the other 
activities of life-company promoters. As such, 
the companies can serve as springboards from 
which such promoters can take over the control 
ofother companies. The situationin Texas offers 
' an illustration. That state, with 330 domestic life 
companies, leads the nation in state-chartered 
firms. During recent years Texas has experi- 
enced a rash of new outfits, mainly because--as 
analyzed by Business Week--some of the oper- 
aters needed lenders for their other projects, 
and so they established life companies to serve 
as such lenders. Furthermore, subsidiary life 
companies are often the means whereby fire 
and casualty firms can balance out underwriting 
operations and be able to offer their customers 
"one-stop" service. 


One proof that the allurements of the industry 
are not mirages is the fact that investors have 
made mountains of money in life companies in 
recent years. As an example, had you bought 50 
shares in 1947 of the Coastal States Life Insur- 
ance Company of Atlanta (headed by Ellis Arnall, 
a former governor of Georgia), you would have 
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paid only $1,000. Today, partly because of stock 
splits and dividends, you would own in Mr. 
Arnall's outfit 638 shares worth $24, 000. 


Details of Growth 


Although New Mexico has not set any record for 
life insurance growth, it has, nevertheless, wit- 
nessed tremendous expansion inthat industry. The 
State's impressive postwar economic development 
has received wide attention. Much of that ex- 
pansionhas stemmed from phenomenal population 
growth. Starting with a total of 338,470 in 1912, 
the first year of statehood, the State now has a 
population of around 945,000, according to pre- 
liminary figures of the 1960 Census. From an 
economy that was largely agricultural in 1912 
and, therefore, subject to extreme fluctuations in 
strength, the State had by 1954 achieved a total 
GSP of about $1.4 billion(see "Income and Prod- 
uct in New Mexico," by Stanley J. Brasher, in 
NEW MEXICO BUSINESS, July 1957). Through- 
out the postwar period there has been an average 
annual employment increase of 3.6 per cent; 
from an estimated monthly average of 202,500 in 
1947 to one of 337,500 in 1959 (a total increase 
for the period of 66.7 per cent). The Index of 
Business Activity in this state (based upona 1947- 
1949 monthly average of 100) has climbed from 
71.1 in January 1947 to 300.5 last December. 
From a per capita personal income of $333 in 
1930 (the national figure then was $624) the 
situation in this state improved to the point at 
which in 1950 the per capita income was $1, 063 
(U. S., $1,491), in 1958 was $1,658 (U.S., 
$2,057), and by 1959 had reached an estimated 
$1,721. (U. S., estimated at $2,115). Although 
this latest state figure is still something like 19 
per cent belowthe national level, the gap between 
the two has steadily narrowed, even as both have 
risen sharply. 


Hand in hand with such expansion New Mexico's 
life insurance industry has alsotakenlong strides. 
The first life company to be admitted to New 
Mexico (at any rate, the first still doing business 
here) was the Union Central Life Insurance Com- 
pany incorporated in Cincinnati in 1867 and 
admitted to the Territory in 1895. In 1905 there 
were three newcomers that are still in existence, 
Northwestern Mutual, of Milwaukee, New York 
Life, and Travelers. Three more came in 1906-- 
Capitol Life, of Denver, Mutual of New York, 
and Occidental. By 1921, 15 of those on today's 
roster of out-of-state life companies were oper- 
ating here. The nation's twobiggest (Metropolitan 
and Prudential, in that order) did not begin 
operations in New Mexico until 1923 and 1928 
respectively. 


As deduced from careful study of the Annual 
Reports of the Insurance Department of the State 
Corporation Commission, domestic life com- 
panies in New Mexico have had their ups and 
downs. In 1916 the Occidental Life Insurance 
Company, Albuquerque, became the first life 
company to set up domicile here. At the year's 
end Occidental had 1, 536 policies outstanding for 
risks of $3.3 million. In the annual reports for 
the years 1939 through 1947 Occidental is listed 
as a domestic company with its home office in 
Raleigh, N. C. In 1951 the company effected a 
merger and a subsequent transfer from New Mex- 
ico domicile to North Carolina domicile; thus, the 
State lost its first domestic life company. 


In 1917 National Life Insurance Company of the 
Southwest, also of Albuquerque, was chartered 
and had in force atthe end of the year 303 policies 
for risks of $828,000. This firm was not listed 
after 1921. At the end of that year it had in force 
1, 305 policies and $4.5 million in risks. 


Great Western Life Insurance, with head- 
quarters in Albuquerque, was chartered in 1931, 
as was Santa Fe National Life. The first com- 
pany had 145 policies at the end of the year and 
$472,160 in risks. It was gone from the scene 
two years later. On the other hand, Santa Fe 
National lasted until 1942, when it merged with 
Guarantee Reserve Life, of Ft. Collins, Colo. 
In 1935 the company had 1, 124 policies outstand- 
ing and risks totaling $1.5 million. In 1941 it 
had nearly $9 million in risks in force. 


Western American Life Insurance Company, of 
Santa Fe, was chartered in 1935, had 279 policies 


‘in force at the year's end and risks totaling 


$512,000. In 1938 it was merged with Republic 
National Life. 


At the end of 1958 we had just two domestic 
companies (Table IV), but neither was one of the 
old ones. (Interestingly enough inthis connection, 
more than two thirds ofallthe U.S. legal-reserve 
life companies operating in 1958 had been started 
after 1945.) Rocky Mountain Life was chartered 
in 1949; New Mexico Life, in 1951. We now have 
four others: Western American Life, Sierra Life, 


TABLE I 


LIFE INSURANCE IN FORCE 
New Mexico, Selected Years 1940 - 1958 
(dollars in millions; policies in thousands) 


Kinds of Policies 


Percentage Increase 

and/or Certificates 1940 1945 1950 1955 1956 1957 1958 1950 - 1958 
Ordinary 

Number na na 165 225 238 260 274 66.1 

Amount $126 $182 $365 $ 694 $ 804 $ 952 $1,071 193.4 
Group 

Number na na 37 82 92 113 142 283.8 

Amount $ 16 $ 22 $ 69 $ 261 $ 317 $ 386 $ 555 704.3 
Industrial 

Number na na 144 179 167 171 170 18.1 

Amount $ 19 $ 33 $ 52 $ 76 $ 78 $ 88 $ 83 59.6 
Credit(1) (2) 

Number na na na 54 72 95 123 127.8 

Amount na na na $ 50 $ 56 $ 73 $ 92 84.0 
TOTAL 

Number na na 346 540 569 639 709 104.9 

Amount $161 $237 $486 $1, 081 $1,255 $1,499 $1,801 270.6 
Amount Per Capita(3) $300 $400 $728 $1, 340 $1, 385 $1, 732 $2, 025 178.2 


(1) Included in Ordinary and Group categories until 1953 
(2) 1955 - 1958 


(3) Not in millions; based upon population estimates revised in accordance with preliminary 1960 Census data. 
Sources: Institute of Life Insurance and UNM Bureau of Business Research 


and National Security Life, each with its home 
office in Albuquerque, and American Home Life, 
in Roswell. Perhaps the spurt in domestic com- 
panies which some observers look for is really 
getting under way. Certainly, the two companies 
operating in 1958 have made substantial growthin 
recent years. For example, in 1955 their total 
policies outstanding were slightly more than 2, 000 
for risks of $11.5 million. Three years later, 
policies totaled nearly 4,000 and risks more than 
$23 million. 


Althoughthere has been slow growth in number 
of domestic companies, in sharp contrast to what 
has occurred in some neighboring states, life in- 
surance as a business has walked across New 
Mexico in seven-league boots. At the end of 1958 
New Mexicans owned a total of $1.8 billion in life 
insurance, an average per family (based on an 
estimated population of 889, 600 and 3.54 persons 
per family) of around $7,168 of protection on 
274,000 individual policyholders. Although the 
national figure was higher ($8, 800), the protection 
"owned" in 1958 was more than three times as 
great intotal insurance in force and in per-family 
average as in 1950. In comparison with total 
insurance in force in 1940, the 1958 level repre- 
sented a gain of 1,017 percent. The national gain 
for the same years was 327 per cent. All pre- 
miums paid by New Mexicans in 1958 for life 
insurance totaled $34.1 million, representing a 
minimum gain since 1940 of 655 per cent (Institute 
of Life Insurance figures) or a maximum of 704 
per cent (State Corporation Commission figures). 
Any insurance man would settle for either figure. 


TABLE Il 


PURCHASES OF ORDINARY LIFE INSURANCE* 
New Mexico and United States, 1940 - 1959 
(dollars in millions) 


Annual Annual 
New Percentage United Percentage 

Year Mexico Change States Change 
1940 $ 13.9 -- $ 7,022 -- 
1941 13.8 - 0.7 7,935 +13.0 
1942 11.8 714.5 7,041 -11.3 
1943 16.1 +36.4 8,022 +13.9 
1944 19.9 +23.6 9, 184 +14.5 
1945 25.8 +29.6 10,577 +15.2 
1946 40.2 +55.8 16,244 +53.6 
1947 43.8 + 9.0 16,131 - 0.7 
1948 48.6 +11.0 15, 787 - 2.1 
1949 53.7 +10.5 15, 848 + 0.4 
1950 70.7 +31.7 18, 260 +15.2 
1951 71.1 + 0.6 19, 000 + 4.1 
1952 89.7 +26.2 21,579 +13.6 
1953 109.5 +22.1 24, 908 +15.4 
1954 125.5 +14.6 26,824 * 3.7 
1955 151.8 +21.0 32, 207 +20.1 
1956 177.3 +16.8 38,941 +20.9 
1957 229.8 +29.6 48, 937 +25.7 
1958 254.0 +10.5 50, 839 + 3.9 
1959 283.0 +11.4 na -- 


*Exclusive of Revivals, Increases, Dividend Additions, Reinsurance Acquired 
and all Credit life insurance. 
Source: Institute of Life Insurance 


LIFE INSURANCE AND PERSONAL INCOME 

The relationship existing between growth in 
life insurance in force and changes in personal 
income is worth looking at. The aggregate pro- 
tection provided at any specific time under all 
four categories of life insurance is referred to, 
of course, as total life insurance in force. As 
shown in Table I, that total in this state in 1958 
was the equivalent of an estimated $2,025 per 
person, almost three times the 1950 per capita 
amount and seven times that for 1940. Compare 
this expansion with one of only 43 per cent in per 
capita income during the 1950-1958 period. Also, 
the $34.1 million paid out in premiums in 1958 
represented about 2.2 per cent of our estimated 
total personal income before taxes. Since the 
national ratio between life premiums paid in 1958 
and total disposable income was 3.9 per cent, 
New Mexico's before-taxes ratio is a creditable 
one. 


However, that ratio was onetenth of a percent- 
age point higher in 1940--2.3 per cent. The 
following year it dropped below the 2-per cent 
level and stayed there through 1954. The follow- 
ing tabulation is interesting in that it compares 
approximate percentage year-to-year increases 
in the dollar volume of life policies and of per- 
sonal income in this state during 18 years. (The 
word approximate is employed because the per- 
centages are based upon income data from the 
U. S. Department of Commerce and insurance 
data from the Institute of Life Insurance, which 
differ somewhat from premiums reported by the 
New Mexico State Corporation Commission and 
from income estimates made by the UNM Bureau 
of Business Research. ) 


Total Total 
Year Premiums Personal Income 


1940 -- 


1941 2.7 19.6 
1942 6.0 34.0 
1943 16.7 26.6 
1944 4.7 13.0 
1945 12.2 7.4 
1946 11.6 3.7 
1947 9.1 13.0 
1948 15.7 12.7 
1949 15.3 10.5 
1950 15.3 11.3 
1951 12.9 17.2 
1952 12.6 7.5 
1953 13.0 5.0 
1954 12.7 3.2 
1955 10.6 6.5 
1956 13.7 ~- 8.5 
1957 13.7 11.2 
1958 11.8 10.7 


TABLE III 


AGGREGATE SUMMARY OF ALL LIFE INSURANCE BUSINESS* 


New Mexico, 1946 and 1951 - 1958 
(in thousands) 


Premiums Dividends Paid Claims Policies Risks Policies in Risks in 

Year Received or Credited Paid Written** Written* Force Force 
1946 $ 8,211 $ 521 $1, 783 24 $ 25,146 211 $ 238,520 
1951 $15, 296 $ 921 $3,414 100 $132, 902 335 $ 551,205 
1952 16,527 1,186 3,513 110 165,974 366 643,073 
1953 $18,945 $1,407 $3,712 123 $198, 784 397 $ 753,527 
1954 21,587 1,671 4,502 128 294, 596 417 913, 069 
1955 $24, 005 $1, 822 $5, 342 99 $291,597 435 $1, 086, 449 
1956 26,875 2,234 6, 336 112 341,255 445 1, 260, 537 
1957 $30,545 $2,541 $6,420 109 $412, 684 474 $1,496, 812 
1958 34,122 3,031 8,127 84 524, 297 481 1,825, 689 
Percentage Increase 

1946 - 1958 316 482 356 250 1,985 128 665 


*These figures differ somewhat from those in Table I because of a difference in source. 


**Issued, increased, and/or revived 
Source: New Mexico State Corporation Commission 


During only six of the 18 years (the first four 
and 1947 and 1951) did personal income expand 
more rapidly than life premiums. There are 
several possible explanations. The first four 
years were war years, during which most men of 
military age were in the Armed Forces and were 
automatically insured by the government. Also, 
a great many citizens put much of their available 
cash into government bonds. There is another 
possible explanation. World War II brought dra- 
matic annual gains in personal income to most 
low-income states, of which New Mexico was one. 
For many New Mexicans life insurance probably 
was (andin many instances stillis) a residual in- 
vestment, so that only after considerable growth 
in personal income and a resulting raising of 
the general level of living was life insurance 
purchased. 


GROWTH BY CATEGORIES 

The national life insurance story for 1948-1958 
shows an increase of 868 per cent in group life 
(contrasted with one of 3,369 per cent in New 
Mexico), one of 263 per cent in ordinary life (673 
per cent in New Mexico), and one of 90 per cent 
(363 in this state) in industrial life. Credit life 
increased nationally between 1953 and 1958 by 
452 per cent, the only percentage gain which was 
larger than the corresponding increase in New 
Mexico, which was 360 per cent. Until 1947, in- 
dustrial life outstanding at the endof the year was 
larger than the credit total. But since that time 
credit life has far outrun industrial life in force. 
In 1958 the former was close to four times as 
large as the latter, and for the first time in a 
quarter of a century industrial failed to show an 
annual gain. Nevertheless, the 1958 total of 


$39.6 billion outstanding in industrial life was 
27 per cent larger than a decade earlier, a nice, 
healthy gain. 


Paradoxically, last year's revision of the life 
insurance income -tax base has already led to sub- 
stantial cuts in the costs of new group pension 
plans, which will of course bring added expansion. 
The federal law, which pushed sharply upward 
the taxes to be paid by life companies, also in- 
cluded a first-aid measure strengthening the 
competitive position of the industry in relation 
to tax-exempt, bank-trusted pension plans. Ac- 
cording to the Congressional concession written 
into the new law, by the end of this year (1960) 
all earnings realized on life companies' pension 
reserves will become tax free. Prudential, Aetna, 
and John Hancock all announced reduced group- 
pension costs during 1959. The Pru's cut was as 
large as 10 per cent on some kinds of contracts. 
(Part of this rate reduction stemmed from high 
money rates rather than strictly from the new 
tax law.) The Pru is guaranteeing higher interest 
rates on pension reserves: 4 per cent for the 
first five years and 3 3/4 per cent for the second 
five years, in comparison with former rates of 3 
per cent for the first four years and then 2 3/4 
per cent from then on. Such rates constitute part 
of the reduction in cost of the pension programs. 


Total credit insurance in force in 1958 was 12 
times as large as that outstanding a decade earlier 
and averaged $610 per policy, compared witha 
$360 average eight years earlier. Credit policies 
are issued not only by life companies, but also by 
commercial banks, finance companies, credit 
unions, and retailers. But between 1953 and the 
end of 1958 life companies alone paid $365 million 


Growth of Consumer Credit & Consumer Life Insurance 
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in death claims representing balances of unpaid 
debts. In 1958 such death benefits totaled $108 
million, and credit life policies and group cer- 
tificates in force totaled 35 million in actual 
numbers. 


When compared with 1957 figures, the amount 
outstanding at the end of 1958 was 9 per cent 
larger andthe number of policies and certificates 
was 3 per cent larger. But these gains were 
actually the smallest year-to-year percentage 
increases of the entire postwar period. The ex- 
planation, as offered inthe 1959 Life Insurance 
Fact Book, is probably that the leveling-off of 
consumer credit during the recent recession re- 
duced as a matter of course the need for credit 
insurance. 


When life insurance in force in New Mexico in 
1940, 1950, and 1958 is analyzed, we find that 
the biggest gain by far has been made by group 
insurance--protection purchased by employers 
for employees--which increased from a total of 
$16 million in 1940 to $555 million in 1958, 
a terrific overall gain of more than 3,000 per 
cent. The period of most marked growth for this 
category was the 1950-1958 period. 


Ordinary life has expanded impressively also, 
growing from $126 million in 1940 to $1.1 billion 
in 1958, expansion of 750 per cent. Industrial 
life protection totaled $19 million in 1940 and 
$88 million in 1957. The following year such 
insurance dropped $5 million. 

Credit life was included in the ordinary and the 
group categories until 1953. Since that time, 
credit has increased from $20 million to $92 
million. During the 1949-1958 years the actual 
number of policies and certificates more than 
doubled, jumping from 306,000 to 709,000. The 
numbers for the years from 1940 through 1948 
are not available. 
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New Mexico passed an excellent small-loans 
law in 1955, which prohibits tie-in sales of credit 
insurance by small-loans agencies. Such sales 
had long constituted a flagrant abuse here, as they 
still do in many states. (See ''Credit Insurance 
andthe Small Loan Industry, "' William J. Parish, 
NEW MEXICO BUSINESS, June 1953.) More and 
more states, however, are passing special regu- 
latory legislation setting up controls of the com- 
panies selling credit life and credit accident and 
sickness insurance. Last year saw a real battle 
take place in Pennsylvania, which was moving 
toward such controls and where there was then 
in force $21.5 billion in credit insurance. 


Francis R. Smith, Pennsylvania's insurance 
commissioner, and his brother commissioners 
in about eight other states spent much of 1959 
erying to bring the booming credit life business 
under state control. If there has been anunsavory 
spot in the life insurance industry, ithas occurred 
in the credit segment--and then often because of 
manipulations by lending agencies ofa relative- 
ly few insurance companies that are captives of 
the finance firms which own them. 


The National Association of Insurance Com- 
missioners has a modelbill which it recommends 
to states desirous of bringing credit insurance 
under control. More than 20 states--New Mexico 
among them--had already enacted some version 
of the model bill by mid-1959, and New York and 
New Jersey had set up rate schedules to serve 
as benchmarks in the effort to determine what 
credit-life rates are "reasonable." 


The biggest writer of credit life is the Pruden- 
tial (which, by the way, supports controls as "the 
only way to bring some sanity" into the credit- 
life field). This one company handles something 
like a quarter of the market and had more than 
$5 billion in force in September 1959, including 


TABLE IV 


STATE-INCORPORATED LIFE INSURANCE COMPANIES 
New Mexico, 1950 - 1958 
(dollars in millions) 


Year Number Assets Insurance in Force 
1950 2 $18 $99 
1951 
1952 2 1 3 
1953 2 7 
1954 2 1 9 
1955 2 2 12 
1956 2 2 16 
1957 2 2 24 
1958 2 2 20 
1959 5 na na 
1960 6 na na 


*These tremendous drops were caused by a merger effected by Occidental 
Life and that company's subsequent transfer from New Mexico domicile to 
North Carolina domicile, March 1, 1957. 

Sources: Institute of Life Insurance and New Mexico Insurance Department 


a contract which is said to be the biggest single 
life insurance policy in the world, a group policy 
for $3.6 billion-plus, taken out by General Motors 
Acceptance Corporation. 

All organizations dealing in credit life have by 
no means been guilty of the gouging spelled out by 
Commissioner Smith. A few ofthe large sales 
and finance firms and most of the banks that 
engage in really substantial consumer lending 
provide credit life at exceedingly low rates. For 
example, GMAC--because of its huge contract -- 
charges its customers only 32 1/2 cents a year 
per $100 owed. This is the lowest rate available; 
other "reasonable" rates run as high as $2 a year 
per $100 of debt. Onthe other hand, some finance 
companies have set up insurance subsidiaries 
which have charged outrageous rates, thereby 
boosting the gross returns of such finance com- 
panies far above legal maximums. As the In- 
stitute of Life Insurance has said: "Credit life 
insurance is expanding all the time; department 
stores, for example, are starting to insure the 
charge customers. .. . Vertically, there's the 
continuing boom in consumer credit. So long as 
that keeps up, credit life is bound to grow." But 
regulations seem bound to spread. As Commis- 
sioner Smith pointed out, the states must regulate 
the activities of credit life because "this is a 
captive business and rates cannot be controlled 
by open-market competition." (Business Week, 
August 15, 1959.) 

The relationships existing in New Mexico be- 
tween the four categories and the overall 1958 
total coverage in force were these: ordinary 
policies accounted for 59 per cent of the total; 
group insurance made up 31 per cent; industrial 
and credit represented about 5 per cent each. 
Nationally, ordinary life in force accounted for 


about 58 per cent of the 1958 total, group for a 
little more than 29 per cent, industrial for 8 per 
cent, and credit for between 4 and 5 per cent. 


BENEFITS PAID IN 1958 

Life insurance benefits paid New Mexicans in 
1958 totaled $17.8 million--$7.7 million indeath- 
benefit payments and $10.1 million in living- 
benefit payments. (See Table V.) The total 
represented a gain over 1950 of 230 per cent. It 
is interesting to note that living benefits are 
moving ahead of death benefits in total dollar 
volume, but are nevertheless losing ground in 
their ratio to total benefits. In 1950 there was 
a $1-million difference between the two kinds 
of payments. By 1958, living-benefit payments 
were nearly $2.5 million larger than the other 
category, but their ratio had dropped from 58.3 
per cent in 1950 to 56.8 per cent in 1958. 


Analysis of Death Benefits 

Regional patterns and rates of growth in life 
insurance in force during any one period are re- 
flected in regional volumes of death benefits paid 
by life companies during that period. Historically 
and currently, the major reason for the purchase 
of life insurance has been and is the desire to 
safeguard the future of dependents in the case of 
the deathof the breadwinner. Although during the 
last decade the mortality rate among holders of 
life policies has generally declined, life insurance 
ownership has grown so markedly that the $2.9 
billion deathbenefits paid American beneficiaries 
in 1958 were 100 per cent larger than 10 years 
earlier. The crude death rate is the ratio of the 
total number of policyholder deaths during a year 
to the mean number of policyholders "exposed to 
the risk of death." The average rate for the 


TABLE V 


LIFE INSURANCE BENEFIT PAYMENTS 
New Mexico, 1950 - 1958 
(dollars in thousands) 


1950 1951 1952 1953 


Death Benefits* 
Total 


$2,263 $3,081 $3,143 $3,603 
Ordinary 1,712 2,442 2,405 2,811 
Group 421 470 573 589 
Industrial 130 169 165 203 
Living Benefits 
Total $3,171 $3,371 $4,036 $4,568 
Matured Endowments 665 557 602 721 
Disability Payments 219 168 172 191 
Annuity Payments 401 579 554 745 
Surrender Values 939 941 1,370 1,357 
Policy Dividends 947 1,126 1,338 1,554 
' TOTAL BENEFITS $5,434 $6,452 $7,179 $8,171 
Ratio of Living Benefits 
to Total Benefits 58.3 52.2 56.2 55.9 


*Ordinary and Group figures include Credit. 
Source: Institute of Life Insurance 


Percentage Increase 


1954 1955 1956 1957 1958 1950 - 1958 
$4,216 $ 5,204 $ 6,011 $ 5,978 $ 7,693 239.9 
3,010 3,649 4,027 3,729 4,695 174.2 
956 1,276 1,710 1,922 2,680 536.6 
250 279 274 327 318 144.6 
$5, 691 $ 6,504 $ 7,662 $ 8,666 $10,101 218.5 
876 1,014 1, 206 1,147 1,394 109.6 
224 206 192 202 274 25.1 
926 977 1,014 1,240 1,325 230.4 
1,857 2,119 2,612 3, 036 3,629 286.5 
1,808 2,188 2,638 3,041 3,479 267.4 
$9,907 $11,708 $13, 673 $14, 644 $17, 794 227.5 

57.4 55.6 56.0 59.2 56.8 
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1930s was 7.5; that for the 1940s was 6.9; that 
for the 1950s (through 1958) was 6.1. But the 
benefits paid to beneficiaries in 1948 totaled 
$1,489 million, while in 1958--when there was a 
substantially lower death rate--such payments 
came to $2,909 million, just another indication 
of the tremendous growth in life sales. (The 
death rate actually got down to 5.8 in 1956, but 
the Asian-flu epidemics and anincrease indeaths 
from respiratory infections pushed it up to 6.1 
for both 1957 and 1958.) 

The biggest strides taken during 1958 in rate 
of growth in death benefits were taken inthe West. 
However, the West remains far below the other 
regions of the nation in actual dollar-volume of 
such benefits paid out. When the 1958 death- 
benefit dollar is subdivided to show regional re- 
lationships, the West is seen to have received 
only 12 cents, while the Northeast got 35 cents, 
the North Central States got 29 cents, and the 
South received 24 cents. Of course, it just might 
be that the West is nearly three times as healthy 
as the Northeast, quite three times as healthy as 
the North Central area, and twice as healthy as 
the South! Certainly, the recent annual growth 
rates in life insurance inforce have been greatest 
in the West, with every subdivision outstripping 
the national 1948-1958 rate of gain, with the West 
accounting for four of the six states that exper- 
ienced increased rates of at least 225 per cent 
(Arizona, California, Nevada, and New Mexico), 
and with Arizona and New Mexico leading the 
nation with gains of at least 300 per cent. New 
Mexico's was 382 per cent for the decade. (Ari- 
zona's exact rate is not yet available. ) 

Of the $9 million death benefits paid to New 
Mexicans in 1959 (figures are not yet out on 
living benefits for that year), 62 per cent came 
from ordinary policies, which were up 226 per 
cent since 1950, and 34 per cent came from 
group policies, which were up 626 per cent since 
1950. The remaining 4 per cent was from in- 
dustrial coverage. The 1959 total was nearly 
four times that of the 1950 total. These propor- 
tions of total benefits--62 per cent ordinary, 34 
per cent group, 4 percent industrial--differ very 
little from the proportions of total life insurance 
in force accounted for by the various categories. 
It stands to reason that New Mexico's share of 
the total U. S. death-benefits dollar, which was 
only 0.26 cents in 1958, will increase in size in 
the years ahead, no matter how healthy we are. 


"Living" Benefits 

Every time medical science adds a fraction 
to man's traditional three-score-and-ten years, 
every time the general level of living inches up- 
ward, the significance of endowment policies, of 
disability and annuity payments, and of policy 
dividends increases. Through the years, life 
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insurance plans have been revised, broadened, 
supplemented in order to make the protection 
afforded by such policies and payments keep 
step with man's lengthening life and his ascending 
the social and material ladders. In 1958, U.S. 
policyholders themselves gathered in more than 
$4.3 billion in benefit payments--60 per cent of 
the record $7.2 billion paid that year to policy- 
holders and/or their beneficiaries--from life 
companies. The total represented a gain of 
nearly 142 per cent since 1948 and included not 
only matured endowments, annuities, and disabil- 
ity payments, but also surrender values (cash or 
other forms of insurance given to a policyholder 
who relinquishes a policy on which he has paid 
sufficient premiums to give the policy real value). 

Among living-benefit payments going to policy - 
holders and annuitants in this state in 1958 (in- 
cluding matured endowments, annuity paymenis, 
disability payments, surrender values, and policy 
dividends), the greatest share was the $3.6 million 
in surrender values. Other amounts were $3.5 
million in dividends, $1.4 million in endowments, 
$1.3 million in annuity payments, and $274,000 
in disability payments. All in all, living benefits 
received by New Mexicans in 1958 were more 
than three times the size of those received eight 
years earlier. 


HEALTH INSURANCE 

According to figures in the 1959 Source Book 
of Health Insurance Data, at the end of 1958 there 
were 354,000 New Mexicans with hospital insur - 
ance, 338,000 with surgical-expense protection, 
and 148,000 with regular medical-expenses pro- 
tection. These figures mean that about two 
fifths of the population (estimated at 889, 600) had 
hospital coverage, almost that proportion had 
insurance covering surgical costs, and about one 
sixth had regular medical coverage. Health 
benefits paid out in this state by life companies 
increased 377 per cent between 1950 and the end 
of 1957. The Institute of Life Insurance reports 
that life companies alone paid the following 
health-benefit amounts to New Mexicans from 
1950 through 1957: 


1950 $1, 657, 000 
1951 2,461, 000 
1952 2,595, 000 
1953 3,586, 000 
1954 3,959, 000 
1955 5, 938, 000 
1956 6, 824, 000 
1957 7,909, 000 


This expansion was typical of what occurred 
throughout the Mountain States, where the region- 
al rate of gain during those years was the fastest 
in the nation. The overall national increase was 
‘292 per cent. In the Mountain States it was close 
to 500 per cent. 


Throughout the nation, life companies paid 
health benefits in 1958 that were 9 percent larger 
than in 1957 and almost seven times as large as 
the 1948 total. More than three fourths of the 
total of $2.2 billion came from group contracts; 
the remainder consisted of payments under in- 
dividual health policies. The health-benefit dol- 
lar that year, as paid by life companies, went for 
these purposes: 46 cents for hospital expenses, 
18 cents for surgical expenses, 28 cents for in- 
come lost through disability, and 8 cents for 
regular medical expenses and all other medical 
payments. These benefits did not include those 
paid by life companies under disability clauses of 
life policies or those paid by organizations like 
Blue Cross. 


Assuming that the same percentages held true 
in New Mexico, then in 1957 life companies paid 
out $3, 638, 140 for hospital expenses, $1, 423, 620 
for surgical expenses, $2,214,520 for income 
lost through disability, and about $632,000 for 
regular medical costs and all other health pay- 
ments. 


This matter of healthinsurance continues to be 
a major political and social issue, with the most 
controversial questions being what proportion of 
personal expenditures for the maintenance of 
health should be covered by insurance benefits 
and to what extent should government supply or 
underwrite such protection. In April 1960 an 
estimated 70 per cent of all American families 
were enrolled in some kind of voluntary health 
insurance plan, according to George Bugbee, 
president of the Health Information Foundation. 
In a recent issue of the Foundation's bulletin 
Progress in Health Services, Mr. Bugbee stated 
that the whole population probably will never be 
covered through voluntary plans, "since large 
groups are in the armed services, others are 
public charges, and some people are ableto meet 
even the heaviest costs of illness without the aid 
of prepayment. But there is great opportunity 
for improving enrollment in some areas, particu- 
larly among certain occupational groups, such as 
farmers, where coverage is still very low. The 
same is true at certain ages, notably over 65." 

Remarking on the growth of payments under 
voluntary health insurance, Mr. Bugbee said: 
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"Although enrollment growth has continued, a 
more important trend is the increasing ability of 
prepayment to pay a much higher percentage of 
the average insured person's total health bill. 
Payments for benefits more than doubled [between 
1953 and 1958], far outrunning growth in enroll- 
ment. 


"Perhaps the most important finding... is 
that families with unusually high costs for health 
services in a given year have benefited the most 
by the recent increases in health-insurance reim- 
bursements. For example, families with total 
health expenses of $1,000 and over averaged 
$362 in benefits in 1952-53 against an average of 
$572 for comparable families five years later-- 
an increase of 58 per cent." 


BUSINESS STRUCTURE 


Nine tenths of the life insurance purchased in 
the United States is sold by agencies that are 
incorporated businesses, operating under laws 
setting up minimum legal reserves to be main- 
tained on policies. Some of these corporations 
issue capital stock; others do not. The latter 
are known as mutual companies. Thetwo systems 
result, of course, from different aims. Although 
both exist to serve the public, stock corporations 
also exist to make a profit, which then goes to 
stockholders as dividends. Mutuals, on the other 
hand, strive to control expenses so that any prof- 
its can.be returned to policyholders in payments 
also called "dividends" but essentially constituting 
refunds on premiums paid. 


At mid-1957 mutual companies were writing an 
estimated two thirds of the nation's total life in- 
surance and at the end of the year accounted for 
about the same proportion of the life insurance 
outstanding. Yet in mid-1958, of the 1, 314 legal- 
reserve companies controlling those nine tenths 
of all insurance in force, only 156 were mutuals, 
while 1,158 were stock companies. The explana- 
tion lies in the fact that the mutual form is much 
older and its companies are, usually, much larg- 
er than the others. 


Generally speaking, a stock company charges 
a set (and constant) premium, So does a mutual 
company, but with the difference that the mutual 
firm agreesto return to policyholders any "prof- 
its.'' For the sake of safety, all life companies 
keep on hand enough money (a contingency fund) 
to take care of emergencies. 


MORTGAGE HOLDINGS 


When the nation or a region or a state ex- 
periences marked changes in residential con- 
struction, those changes will be reflected in the 
mortgage holdings of life insurance companies. 
During the last decade--a time of strong resi- 
dential building--such holdings throughout the 
nation grew more rapidly than any other type of 
life-company investments, more than tripling in 
volume. In 1958 the total reached $37.1 billion, 
up $1.8 billion from the year before. Also within 


When it comes to proportions of the dollar 
value of all mortgages accounted for by the four 
categories, both in New Mexico and in the nation 
the conventional group represented the largest 
share of 1958 totals. In this state the category 
outdistanced FHA holdings for the first time 
in the decade. Next in size in the State and in 
the U. S. were FHA, then VA, and then farm 
mortgages. 


Despite the slow growth in number of domestic 
life companies in this state, as a business the 


TABLE VI 


MORTGAGES OWNED BY U.S. LIFE INSURANCE COMPANIES 
New Mexico, 1949 - 1958 
(dollars in thousands) 


Percentage Increase 


1949 1950 1951 1952 1953 1954 1955 1956 1957 1958 1949 - 1958 
Farm 
Number 1,190 1,410 1,570 1,690 1,820 1,930 2,070 2,050 1,990 1,940 63 
Amount $21,820 $ 25,164 $ 27,727 $ 32,534 $ 35,949 $ 39,441 $ 41,232 $ 41,750 $ 41,945 $ 41,615 91 
Nonfarm 
FHA 
Number 3,410 6,990 8, 380 8,940 9,770 9,910 9,670 9,470 9, 320 9,420 176 
Amount $20,558 $ 46,995 $ 60,656 $ 69,945 $ 75,272 $ 76,730 $ 73,576 $ 72,229 $ 71,341 $ 76,302 271 
VA 
Number 1,200 3,370 4,340 4,540 4,680 5,540 5,930 6,710 6,920 6,620 452 
Amount $ 2,833 $ 10,252 $ 16,370 $17,749 $ 18,472 $ 27,596 $ 33,571 $ 43,932 $ 46,502 $ 44,196 1,460 
Conventional 
Number 1,820 2,630 3,350 3,860 4,500 4,870 5,070 5,430 5, 660 6,010 230 
Amount $18,265 $ 27,254 $ 35,757 $ 41,045 $ 47,051 $ 50,929 $ 54,272 $60,720 $ 67,671 $ 76,681 320 
TOTAL 
Number 7,620 14,400 17, 640 19, 030 20,770 22,250 22,740 23,660 23,890 23,990 215 
Amount $63,476 $109,665 $140,510 $161,273 $176,744 $194,696 $202,651 $218,631 $227,459 $238,794 276 


Source: Institute of Life Insurance 


the decade the relationship between mortgage in- 
vestments by life companies and total assets of 
those companies rose from less than 20 per cent 
to more than 34 per cent. 


As shown in Table VI, New Mexico mortgages 
owned by U.S. life insurance companies expanded 
rapidly between 1949 and 1959, increasing from 
7,620 holdings totaling $63.5 million in 1949 to 
23,990 holdings totaling $238.8 million by the 
end of 1958. By far the fastest rate of growth 
has been that of VA mortgages, which expanded 
452 per cent in actual number and 1,460 per cent 
in value. Next have come conventional mortgages, 
then FHA mortgages, and finally farm holdings. 
The national ranking according to rate of growth 
during the period isthe same for VA and conven- 
tional mortgages; but the other two kinds are 
reversed in the national picture, with farm hold- 
ings expanding more rapidly than FHA mortgages. 
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industry has sharedin the wide expansion experi- 
enced by life insurance throughout the nation and 
the world. The ratio between aggregate life in- 
surance ownership and total personal income in 
New Mexico in 1957 was approximately 113 per 
cent. As reported in the Life Insurance Fact 
Book for 1959, that was only 13 per cent below 
the national ratio of 126 per cent for that year 
and (excepting Canada's) was far better than the 
ratios of 29 important nations of the world. This 
relationship is one indication of the genuine 
strength of the protection represented by and 
guaranteed to New Mexicans by the life insurance 
industry. 
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Business Activity in New Mexico 


Per Cent Change INDEX 
April 1960 from April 1960 
April Year Earlier Mar. Apr. (Average Month 
1960 _April 1959 1960 1959 1947-49 = 100) 
Index of Business Activity (1947-49 = 100) 281.8 298.3 - 1.4 - 5.5 281.8 
Sales Data: Not available. See March 1959 issue of NEW MEXICO BUSINESS 
*Life Insurance Sales (1, 000s) $ 24,285 $ 24,247 + 6.5 + 6.8 692.5 
*Bank Debits, 36 banks (1, 000s) 492,671 512, 181 - 3.3 - 3.8 303.1 
Bank Loans and Discounts, 36 banks (1, 000s) 50, 625 51, 034 + 1.6 - 0.8 296.1% 
Demand Deposits, 36 banks (1, 000s) 336,289 345, 596 - 2.1 - 2.7 177.48 
Time Deposits, 36 banks (1, 000s) 133, 032 118, 593 - 0.3 + 12.2 371.8% 
Business Failure Liabilities (1, 000s)» 118 53 - 19.2 +121.7 410.5 
Wage Workers in Nonagricultural Establishments 234, 200 229,100 + 1.8 + 2.2 177.8 
in Mining 21,000 19, 400 + 4.0 + 6.3 168.4 
in Contract Construction 19,400 23,100 + 2.6 - 16.0 153.6 
*in Manufacturing 17,200 17, 300 * 22 - 0.6 186.3 
in Transportation and Utilities 20, 600 20, 300 + 0.5 * 1.8 135.5 
in Trade 49,700 47,400 + 3.8 + 4.9 171.4 
in Finance, Insurance, and Real Estate 8,500 8,600 - 44 - 1.23 293.1 
in Services and Miscellaneous 35, 000 32, 800 + 1.7 * @.F 160.8 
in Government 62,800 60, 200 + 0.5 + 4.3 220.1 
Number of Insured Unemployed 7,260 4, 358 - 17.9 + 66.6 -- 
Rate of Unemployment (per cent of labor force) 3.78 2.33 - 19.4 + 62.2 243.3 
Construction Contracts Awarded (value in 1, 000s) $ 17,705 $ 29,941 + 24.1 - 40.9 -- 
Residential (value in 1, 000s) $ 8,521 $ 14,311 + 26.2 - 40.5 -- 
Number of Permits 660 1,149 + 25.7 - 42.6 -- 
Floor Area (1,000 sq ft) 800 1, 386 + 25.2 - 42.3 -- 
Nonresidential (value in 1, 000s) $ 4,259 $ 9,161 + 59.6 - 53.5 -- 
Floor Area (1,000 sq _ ft) 275 609 + M1 - 54.8 -- 
Heavy Engineering (value in 1, 000s) $ 4,925 $ 6,469 + £9 - 23.9 -- 
*Petroleum Production (1, 000s of bbls) 8, 324 8,448 - 6.1 - 1.5 219.5 
Natural Gas Production (millions of cu ft) 63, 742 54,578 - 12.1 + 16.8 396.3 
*Electric Power Production (1, 000s of kwhs) 293,110 264,939 - 2.5 + 10.6 332.2 
*Index of Total Metallics Production (1947-49 = 100) 80.3 62.2 - 17.8 + 29.0 80.3 
Mine Production - Copper (1, 000s of lbs) 11, 200 11, 230 - 10.0 - 0.3 106.0 
Mine Production - Lead (1, 000s of lbs) 720 na - 1.6 na 69.4 
Mine Production - Zinc (1, 000s of lbs) 2,280 na - 5.5 na 35.7 
*Mine Production - Potash (1, 000s of tons) 1, 056 1,202 - 18.8 - 12.1 263.9 
Index of All Farm Prices (1947-49 = 100) 102.1 112.4 «~ of - 9.2 102.1 
Index of Livestock Prices 109.4 123.2 - 2.4 - 11.2 109.4 
Index of Crop Prices 91.3 94.0 * @.4 - 2.4 91.3 
Receipts from All Farm Marketings (1, 000s) $ 10,535 $ 8,876 - 33.3 + 18.7 92.7 
Livestock and Products 8, 367 6,378 - 18.2 + 31.2 90.9 
Crops 2,168 2,498 - 53.9 - 13.2 96.7 
Per Cent Change INDEX 
May 1960 from May 1960 
May Year Earlier Apr. May (Average Month 
—_ 2s __May 1959 1960 1959 1947-49 = 100) 
Bank Debits, 36 banks (1, 000s) $496, 840 $504, 404 + 0.8 - 1.5 305.5% 
Bank Loans and Discounts, 36 banks (1, 000s) 51,237 52,231 + 1.2 - 1.9 299.78 
Demand Deposits, 36 banks (1, 000s) 336,811 340, 313 + 0.2 - 1.0 177. 8% 
Time Deposits, 36 banks (1, 000s) 135, 732 120,437 + 3.6 + 12.7 379.28 
Wage Workers in Nonagricultural Establishments 236,600 231,200 + 0.9 + 2.3 179.6 
Number of Insured Unemployed 5,916 3,598 - 18.5 + 64.4 -- 
Rate of Unemployment (per cent of labor force) 3.07 1.91 - 18.8 + 60.7 197.7 
*Building Permits, total 18 cities (1, 000s) $ 8,815 $ 10,316 0.0 - 14.5 306.54 
Residential 3,749 6, 368 - 20.4 - 41.1 210.2® 
Nonresidential 2,335 2,734 - 23.6 - 14.6 320. 08 
Other 2,731 1,214 +159.3 +124.9 752.5% 
Index of All Farm Prices (1947-49 = 100) , 100.0 113.1 - 2.1 - 11.6 100.0 
Index of Livestock Prices 105.7 123.8 - 3.4 - 14.6 105.7 
Index of Crop Prices 92.9 94.0 + 1.8 - 1.2 92.9 


*Indexes for these items are used to compute the Index of Business Activity. ; 

pAlthough the number of reporting units changes, the indexes for these items are comparable with indexes for preceding months. 
The figures in this series are based on the average of three months' data. 
na - not available 

Sources: 

Retail Sales Data: N. M. Bureau of Revenue 


Electric Power Production: Federal Power Commission 
Potash Production: N. M. Bureau of Revenue 


Metallics Production: U. S. Bureau of Mines 


Petroleum and Natural Gas Production: N. M. Oil Conservation Farm Prices and Marketings: U. S. Agricultural Marketing 
Commission Service 

Life Insurance Sales (New Ordinary): Life Insurance Agency Bank Data (all series) and Building Permits: 
Management Association Bureau of Business Research 

Wage Workers and Unemployment: N. M. Employment Security Business Failure Liabilities: Dun & Bradstreet, Inc. 
Commission and U. S. Department of Labor Construction Contracts: F. W. Dodge Corporation 
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Total debits of 36 New Mexico banks 


have moved up and down more since January 1958 
than have total demand deposits. April 1960 levels 


Index (1947-49100) of both were under last year’s. 
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